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Coordinating Board Mission 

The mission of the Texas Higher Education Coordinating Board is to provide the 
Legislature advice and comprehensive planning capability for higher education, to 
coordinate the effective delivery of higher education, to efficiently administer assigned 
statewide programs, and to advance higher education for the people of Texas. 
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Coordinating Board Philosophy 

The Texas Higher Education Coordinating Board will promote access to quality 
higher education across the state with the conviction that access without quality is 
mediocrity and that quality without access is elitism. The Board will be open, ethical, 
responsive, and committed to public service. The Board will approach its work with a sense 
of purpose and responsibility to the people of Texas and is committed to the best use of 
public monies. 
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1. Higher Education Funding as a Portion of Total State Funding 



House Bill 1, 74th Texas Legislature, is the appropriations act for the 1996-97 biennium. 
Compared to some previous appropriations acts, H.B. 1 is education-oriented. The "all funds" 
total appropriation for general government and all agencies and institutions totals $80.2 billion, 
an increase of $5 billion (6.7 percent) compared to the appropriation for the 1994-95 biennium. 
The appropriation for higher education accounts for 12.3 percent of the state's total all-funds 
appropriation and 15.5 percent of the total general revenue appropriation. These figures do not 
take into account the Article IX reduction of $326 million in the all funds appropriations and 
$371 million in general revenue appropriations to be recovered from all agencies by reducing 
budgets 1 .26 percent. 



All Funds Appropriations 

The all-funds appropriation for agencies of education is $33.6 billion, a 7.33 percent 
increase over the $31.3 billion for the 1994-95 biennium. The appropriation for education 
constitutes nearly 42 percent of the total all-funds appropriation. Of the $33.6 billion, $9.9 
billion or 29.4 percent is appropriated to higher education. 




Figure 1 

All-Funds Appropriations 
1996-97 Biennium 
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1994-95 

Biennium 


1996-97 

Biennium 


Percent of 
Appropriations 


Biennial 

Increase 


General Government 


$1,938.5 


$1,823.7 


2.27% 


-5.92% 


Health & Human Services 


24,013.9 


26,422.4 


32.95% 


10.03% 


Education 


31,293.0 


33,587.3 


41.89% 


7.33% 


Public Safety 


7,332.6 


6,925.6 


8.64% 


-5.55% 


Economic Development 


8,262.9 


8,793.1 


10.97% 


6.42% 


All Other 


2,333.0 


2,631.1 


3.28% 


12.78% 


Total 


$75,173.9 


$80,183.2 


100.00% 


6.66% 


Note: Does not include Article IX reductions of $326,321 ,644 in all-funds appropriations. 



Table 1 

All-Funds State Appropriations 
1996-97 Biennium 
(In Millions of Dollars) 




Figure 2 

All-Funds Appropriations for Education 
1996-97 Biennium 
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Figure 3 

All-Funds Appropriations All Agencies of Higher Education 

1996-97 Biennium 




Figure 4 

Percent Change to All-Funds Appropriation 
1994-95 Biennium to 1996-97 Biennium 
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1994-95 

Biennium 


1996-97 

Biennium 


%of 

Approp. 


Difference 


Percent 

Change 


General Academic 
Institutions 


$3,604,910,498 


$3,869,717,661 


39.24% 


$264,807,163 


7.35% 


Community /Junior 
Colleges 


1,303,380,279 


1,310,499,705 


13.29% 


7,119,426 


0.55% 


Health-Related Units 


2,913,410,882 


2,835,110,835 


28.75% 


(78,300,047) 


-2.69% 


Higher Education 
Fund & Available 
University Fund 


689,644,000 


934,576,175 


9.48% 


244,932,175 


35.52% 


Texas A&M System 
Services 


437,356,087 


453,099,416 


4.59% 


15,743,329 


3.60% 


Technical Colleges 
& Lamar Centers 


134,640,796 


120,286,897 


1 .22% 


(14,353,899) 


-10.66% 


All Other Agencies 


299,969,740 


339,246,451 


3.44% 


39,276,711 


13.09% 


TOTAL 


$9,383,312,282 


$9,862,537,140 


100.01% 


$479,224,858 


5.11% 



Notes: 1 . Appropriations include amounts for staff group insurance which were appropriated 
to the Employees Retirement System. 

2. Does not include possible reduction of appropriations in Article IX because the 
impacts are unknown at this time of Sections 153 and 155. 

3. Emergency appropriations included in Senate Bill 407 are included in FY 1995. 



Table 2 

All-Funds Comparison of Legislative Appropriations 
1996-97 Biennium vs. 1994-95 Biennium 
All Agencies of Higher Education 



General Revenue Appropriations 

The general revenue appropriation for general government and all agencies and 
institutions is $44.5 billion, an increase of $4.4 billion (11.1 percent). The general revenue 
appropriation for education is $26.6 billion, nearly 60 percent of the total general revenue 
appropriation. Of the $26.6 billion, $6.9 billion or 25.8 percent is appropriated to higher 
education. 
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Figure 5 

General Revenue Appropriations 1996-97 Biennium 

By comparison, the general revenue appropriations for health and human services is 
$10.4 billion or 23 percent of the total appropriation. The general revenue appropriation for 
public safety and criminal justice is $5.6 billion or 12.6 percent of the total appropriation. The 
$2.2 billion general revenue increase for education is larger than the increase for either 
health and human services or public safety and criminal justice. 





1994-95 

Biennium 


1996-97 

Biennium 


Percent of 
Appropriations 


Biennial 

Increase 


General Government 


$921.0 


$849.4 


1.91% 


-7.77% 


Health & Human Services 


9,374.9 


10,381.6 


23.35% 


10.74% 


Education 


24,454.5 


26,619.8 


59.88% 


8.85% 


Public Safety 


4,283.7 


5,578.1 


12.55% 


30.22% 


Economic Development 


96.6 


79.2 


0.18% 


-18.01% 


All Other 


892.5 


947.6 


2.13% 


6.17% 


Total 


$40,023.2 


$44,455.7 


100.00% 


1 1 .07% 


Note: Does not include Article IX reductions of $371,692,644 in General Revenue. 




Table 3 

General Revenue State Appropriations 
1996-97 Biennium 
(In Millions of Dollars) 
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Figure 6 

General Revenue Appropriations All Agencies of Higher Education 

1996-97 Biennium 
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Figure 7 

Percent Change to Biennial General Revenue Appropriation 
1994-95 Biennium to 1996-97 Biennium 
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1994-95 

Biennium 


1996-97 

Biennium 


Percent of 
Approp. 


Difference 


Percent 

Change 


General Academic 
Institutions 


$2,706,170,577 


$2,936,930,594 


42.69% 


$230,760,017 


8.53% 


Community / Junior 
Colleges 


1,303,380,279 


1,310,499,705 


19.05% 


7,119,426 


0.55% 


Health-Related 

Units 


1,613,222,514 


1,624,862,337 


23.62% 


11,639,823 


0.72% 


Higher Education 
Fund & Available 
University Fund 


200,000,000 


450,000,000 


6.54% 


250,000,000 


125.00% 


Services of Texas 
A&M System 


232,286,037 


234,562,289 


3.41% 


2,276,252 


0.98% 


Technical Colleges 
& Lamar Centers 


118,727,386 


106,324,332 


1.55% 


(12,403,054) 


-10.45% 


All Other Agencies 


185,911,802 


216,876,664 


3.15% 


30,964,862 


16.66% 


TOTAL 


$6,359,698,595 


$6,880,055,921 


100.01% 


$520,357,326 


8.18% 



Notes: 1 . Appropriations include amounts for staff group insurance which were appropriated to 
the Employees Retirement System. 

2. Does not include possible reduction of appropriations in Article IX, Sections 153 and 
155, because the impacts are unknown at this time. 



Table 4 

General Revenue Comparison of Legislative Appropriations 
1996-97 Biennium vs. 1994-95 Biennium 



2. Features of the Act that Affect Multiple Sectors of Higher 
Education 

The Higher Education Assistance Fund (HEAF) received the single largest increase 
in the higher education appropriation. The HEAF provides funding for capital expenditures 
for some universities and health institutions that do not participate in the Available University 
Fund (AUF). They have received HEAF funds for the past five biennia. The Texas State 
Technical College System became eligible to receive funds from the HEAF as a result of a 
constitutional amendment passed by the voters in 1993. 

The appropriation for HEAF increased from $200 million to $450 million for the 
biennium. Of that amount, $100 million will be used to fund a HEAF endowment. HEAF 
institutions will receive, on average, a 75 percent increase in HEAF funds for the 1996-97 
biennium. 



In recent biennia, the Legislature authorized nearly $400 million in revenue bonds for 
construction projects on various campuses, mostly border institutions. Although institutions 
pledge their revenue to service this debt, the Legislature has always appropriated funds for 
this purpose. Debt service increased by $36 million for the 1996-97 biennium, and the 
Legislature appropriated funds to cover this increased debt service. The Legislature 
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declined to provide schools with additional revenue bonding authority to minimize future 
increases in the debt service amount. 

The Legislature debated a proposal to fund only partially the employee group health 
insurance for employees at institutions of higher education, but this was fully funded in the 
final bill. 

Institutions of higher education usually pay a portion of their salaries from general 
revenue and a portion from local funds - - mostly tuition and fees. The Legislature debated a 
recommendation by the Texas Performance Review that would have required institutions to 
provide fringe benefits for staff members paid from local funds (proportionality funding). The 
74th Legislature did not adopt this recommendation but appropriated $120 million in general 
revenue for this purpose and categorized it separately, which is a departure from past 
practice. For those institutions in a university system, this amount is included in the system 
administration’s appropriation. 

Funding for the Optional Retirement Program was reduced. Prior to 1993, the state 
provided a contribution of 8.5 percent of salaries to faculty ORP plans. This contribution was 
reduced by the 73rd Legislature, but institutions were allowed to maintain the 8.5 percent 
contribution with their own funds. The 74th Legislature fully funded ORP contributions for 
existing employees at 8.5 percent, but funded the contributions for new employees at 6 
percent, the contribution rate for those employees participating in the Teacher’s Retirement 
System (TRS). The funds for the ORP contributions between 6 percent and 8.5 percent are 
categorized separately. For institutions in a university system, this amount is included in the 
system administration’s appropriation. 

For many years the state has paid the 5.85 percent employee Federal Insurance 
Contributions Act contribution for the first $16,500 in salary. The 74th Legislature eliminated 
this contribution, but funds were appropriated to provide corresponding salary increases for 
current state employees. 

The appropriation act includes an increase of about $26 million to fund the increased 
cost of utilities at universities, health institutions, and technical colleges. 

The House-Senate conference committee on the appropriations bill reduced most 
higher education special items by 1 1 percent across-the-board. This reduced the special 
item appropriation to higher education by about $25 million, but nearly $80 million in new 
higher education special items were included in the bill, generating an increase of nearly $55 
million in special item funding for the biennium. 

Finally, the 74th Legislature imposed a 1.26 percent across-the-board reduction, 
designed to save $326 million in general revenue statewide, on almost all appropriations in 
the act. Higher education will bear a proportionate share of this reduction. 
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Table 5 

All - Funds Appropriations 
1 994-95 - 1 996-97 Biennium 
(Includes Employees Group Insurance Contributions) 
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All - Funds Appropriations 
1 994-95 - 1 996-97 Biennium 
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Funding for inmate patient care was moved from UTMB Galveston t 
$100 million of the $450 million will be used to fund an endowment. 
Appropriations in Coordinating Board riders. 
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General Revenue Appropriations 
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(Includes Employees Group Insurance Contributions) 
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Table 6 

General Revenue Appropriations 
1994-95 - 1996-97 Biennium 
(Includes Employees Group Insurance Contributions) 
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3. Universities 

University enrollments increased only slightly during the past biennium, and some 
institutions reported decreases. About 75 percent of university appropriations are provided 
through funding formulas recommended by the Coordinating Board. The 74th Legislature 
appropriated formula funding for the 1996-97 biennium at approximately the same level as was 
provided for the 1994-95 biennium. The appropriation for 1994-95 included about $56 million in 
"hold harmless" funding. So that no institution saw actual decreases in formula funding, about 
$34 million of this amount was redistributed through the formulas for 1996-97, and $22 million 
was used to provide "hold harmless" funding. 

Under the Legislature's all-funds method of finance, the Legislature determines an all- 
funds level of funding and subtracts anticipated local income to determine the general revenue 
appropriation. In a departure from previous biennia, the 74th Legislature exempted scheduled 
tuition increases of $2 per semester credit hour in both fiscal years 1996 and 1997 from the 
general revenue calculation, thereby providing institutions with an additional $45 million. The 
74th Legislature continued from the 73rd Legislature an exemption of tuition increases 
authorized by boards of regents, a practice that provided an additional $61 million. 

In another bill, the Legislature authorized institutions to increase the General Use Fee 
from $12 per semester credit hour to the authorized tuition level, currently $30 per semester 
credit hour. This will provide a significant new revenue source for those institutions that impose 
this fee. It is not included in the estimates included in this report. 

The large increases for system offices in Tables 5 and 6 can be attributed to the fact 
that the Legislature appropriated funds for proportionality funding and optional retirement plan 
adjustments to the systems rather than directly to institutions. 

Figures 8-1 1 on the following pages describe appropriations to doctoral-granting 
institutions and border/South Texas institutions. 




17 



Multiple Doctorate Institutions 



UT Austin 
Texas A&M Univ. 
University of Houston 
Texas Tech Univ. 

UT Arlington 
UT Dallas 

Univ. of North Texas 




Figure 8 

All-Funds Appropriations General Academic Institutions 
1996-97 Biennium 





Figure 9 

Changes to Biennial Appropriations 
1994-95 Biennium to 1996-97 Biennium 

18 30 




Figure 10 

All-Funds Appropriations General Academic Institutions 
1996-97 Biennium 




1994-95 Biennium to 1996-97 Biennium 
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Overall, the 74th Legislature funded 87 percent of the Coordinating Board's formula 
funding recommendation for fiscal year 1996 and 84 percent of the Board's recommendation for 
fiscal year 1997. Tabless6.and 7 provide further detail. 



Formula 


CB 

Recommendation 


Appropriation 


Percent 

Funded 


Instruction 


$1,046,117,613 


$924,981,245 


88% 


Academic Support 


$97,974,653 


$81,117,698 


83% 


Research 


$9,097,789 


$6,100,041 


67% 


Institutional Support 


$89,509,193 


$68,458,368 


76% 


Student Services 


$42,330,606 


$34,702,770 


82% 


O&M of Plant 


$138,958,085 


$120,804,079 


87% 


Total 


$1,423,987,939 


$1,236,164,201 


87% 


Source: Legislative Budget Board, June 9, 1995 



Table 7 

Formula Recommendations vs. Appropriations 
Fiscal Year 1996 



Formula 


CB 

Recommendation 


Appropriation 


Percent 

Funded 


Instruction 


$1,080,949,028 


$924,967,026 


86% 


Academic Support 


$101,220,513 


$81,102,063 


80% 


Research 


$9,407,115 


$6,099,946 


65% 


Institutional Support 


$92,551,525 


$68,750,704 


74% 


Student Services 


$43,768,514 


$34,702,232 


79% 


O&M of Plant 


$146,545,212 


$120,801,955 


82% 


Total 


$1,474,441,907 


$1,236,423,926 


84% 


Source: Legislative Budget Board, June 9, 1995 



Table 8 

Formula Recommendations vs. Appropriations 
Fiscal Year 1997 
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4. Health-Related Institutions 



Tables 4 and 5 indicate that funding for health-related institutions is essentially level or 
actually decreased for the 1996-97 biennium. These data require considerable interpretation, 
because in most cases health-related institutions received substantial increases in funding. 

A major decrease at The University of Texas Medical Branch at Galveston (UTMB- 
Galveston) reflects the Legislature's decision to fund the institution's patient care for inmates 
through the Texas Department of Criminal Justice. UTMB-Galveston will continue to provide 
those services and will be funded for them, but the funds were appropriated to the Department 
of Criminal Justice instead of directly to UTMB-Galveston. 

The University of Texas M.D. Anderson's decreased all-funds appropriations reflects an 
anticipated reduction in patient income as the institution adjusts to changes in the nation's 
health care delivery system. 

The University of Texas Health Science Center at San Antonio received a significant 
increase in funding to support additional health education in the South Texas border regions. 
Similarly, increases at the Texas Tech University Health Sciences Center will support additional 
health care and health care education in West Texas. 



5. Community Colleges 

Like the universities, most community colleges reported small enrollment increases or 
decreases in enrollments. All of the funds appropriated to community colleges are general 
revenue funds. For the 1996-97 biennium, the level of funding changed very little from the 
1994-95 biennium. 

The Coordinating Board funding formulas for community colleges are funded at 82 
percent for fiscal year 1996 and 79 percent for fiscal year 1997. 

Compared to universities, special items constitute a relatively small part of total 
community college funding. However, during the past year the number of special items funded 
at community colleges more than doubled, marking a major departure from past funding 
practices. 

In addition to funds provided in H.B. 1, S.B. 407 of the 74th Legislature provided 
emergency appropriations from fiscal year 1995 funds to four institutions building new 
campuses and to South Texas Community College, which experienced major growth during the 
past biennium. Funds appropriated in S.B. 407 are consolidated into this report. 
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CB 

Recommendation 


Appropriation 


Percent 

Funded 


Academic Education 


$406,688,708 


$333,544,547 


82.01% 


Voc/Tech Education 


293,594,232 


242,593,643 


83.63% 


Subtotal 


700,282,940 


576,138,190 


82.27% 


Special Items 


* 


12,068,010 




TOTAL 


$700,282,940 


$588,206,200 


84.00% 


*The Texas Higher Education Coordinating Board does not make 
recommendations for Special Items. 



Table 9 

FY 1996 Percentages of 

Community and Technical College Formulas Funded 





CB 

Recommendation 


Appropriation 


Percent 

Funded 


Academic Education 


$420,478,265 


$333,544,547 


79.33% 


Voc/Tech Education 


303,583,018 


242,593,643 


79.91% 


Subtotal 


724,061,283 


576,138,190 


79.57% 


Special Items 


* 


10,179,069 




TOTAL 


$724,061,283 


$586,317,259 


80.98% 


*The Texas Higher Education Coordinating Board does not make 
recommendations for Special Items. 



Table 10 

FY 1997 Percentages of 

Community and Technical College Formulas Funded 



6. Texas State Technical College System 

The Texas State Technical College System receives a decrease in both all-funds and 
general revenue of about 16 percent for the 1996-97 biennium. See Tables 5 and 6. 

This reduction primarily reflects continued enrollment decreases at some campuses and 
the decision by the Legislature to transfer the TSTC-Amarillo campus to Amarillo College. 
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7. Texas Higher Education Coordinating Board 

The Coordinating Board's appropriation for both general revenue and all funds show 
significant increases. However, these increases are primarily the result of new funds trusteed 
to the Coordinating Board to be passed on to institutions or to enhance existing programs. 
Funds provided to administer existing and new programs were reduced by five percent. 

An additional $25 million is provided for Tuition Equalization Grants to independent 
institutions. An additional $2 million is appropriated for grants for recruiting minority students 
and staff. The Minority Doctoral Incentive Program created by the 73rd Legislature is 
appropriated $593,600. A total of $4 million is trusteed to the Coordinating Board for the 
Northeast Texas Initiative. A total of $2.5 million is appropriated to the Coordinating Board for 
teacher education grants. 
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Related reports available from the Texas Higher Education Coordinating 
Board, Division of Research, Planning and Finance. 



Administrative Expenditures in Texas Public Universities, October 
1994 

An Overview of Appropriations, Agencies of Higher Education, 
Senate Bill 5, 73rd Texas Legislature, September 1993 

Expenditures for Remedial Instruction in Texas Public Institutions of 
Higher Education, October 1994 

Special Item Funding in Texas Institutions of Higher Education Fiscal 
Years 1994 and 1995, October 1993 



Full-size copies of 15 charts and tables included in this report, suitable for 
use as transparency masters, are available from the Texas Higher 
Education Coordinating Board free of charge. Full-size color transparencies 
are also available for $30 a set. To order, use the address below. 



For More Information Please Contact: 
Kenneth Vickers 

Division of Research, Planning and Finance 
Texas Higher Education Coordinating Board 
P. O. Box 12788 
Austin, Texas 78711 
(512) 483-6130 FAX (512) 483-6169 
vickerskh@thecb.texas.gov (Internet) 
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